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It is a pleasure to return to Princeton to ta'te part in your 
discussions on the "Challenge of Soviet Industrial Growth''. 

During the past two days a group of outstanding experts, meeting 
here, have been thoroughly canvassing this subject. I shall endeavor not 


to retread the ground they have been over. 


MORI/CDF 
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A sober understanding of the facts of life about the Soviet Unicon is 
fundamental to any appreciation of the security position ef the United States. 
I+ has always been a source of great comfort to us in Washington to know 
that so many throughsut the couniry, of which this Princeton Conference 
is evidence, ara also working on this problem, We, in Washington, are 
being ably assisted by scholars, educators and directors of research | 
foundations; by leaders of business and representatives of labor. anc cther: 
workin individually and in groups, to help toward a better appreciation <i 
the true nature of the Scviet challenge. 

Tenight, I shall sum up briefly the character and dimensions :f the 
Soviet industrial system as it has been built up, and particularly as the 
leaders of the Soviet themselves view it; and then m:ive on t> the externa! 
manifestations of the Soviet industrial pewer, particularly the impact it 
has had on less industrialized nations in various parts of the world. Here. 
the Soviet economic shortcuts to industrial strength are glamorsusly 
attractive but correspondingly politically dangerous, since few in these 
esuntries have had first-hand experience with the toll paid by pe rple who 
cvume under Communist influence, 

Then, I propose we have a lock at the Siviet challenve in its impact 
on cur security interests, particularly in areas where Siviet ambitiins 
most directly conflict with the pclicy of the United States and the Pree Woiril 


in building a base of peace and stability, 
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And finally, I shall deal with the danger which Soviet industrial 
and scientific prcgress represents for the system of government of the 
Soviet Union itself, and the reflection of this problem in the troubles whict 
the Scviet leaders are encountering in Eastorn Europe. 

A measure of industrialization today is viewed as a necessary 
adjunct for any state that setirce “obs a power in the world. Chvicusly in 
the atomic age, no state can develcp real military strength unless is has 
a substantial industrial base. But even those countries that have n- such 
aspirations do nevertheless feel that they will continue to be labelle! as 
backward and undevel-ped unless they industrialize. Almcst everycne 
must have a steel mill these days. 

Hence, we see aome states attempting, possibly toc abruptly for 
their cwn geod, to achieve a dezree of industrialization which wiser counsels 
might have told them should have been scsught more modestly and with mora 
regard fcr the proper balance between heavy industry, light industry, ani 
agriculture. 

The spectacular industrial advances made by the Ssviet Unicn, 
particularly over the past decade, and the powerful position it has assurne : 
in the world, in part as a regult -f its industrial grcwth, have had a great 
influence on the thinking of the non-industrialized countries of the w. rld 
which ccmprise approximately three-quarters -f the states now members 
of the United Naticns. 


a. 


Approved For Release 2006/08/10 : CIA-RDP80R01731R001700030002-3 


Approved For Release 2006/08/10 : CIA-RDP80R01731R001700030002-3 


A great industrial machinc may be put to z90d or evil ends. lis 
not always a good in itself The industrialization in Germany both ia the 
early part of the contury and in the period between the two wars, keyed as 


they were t2 a military macnine, tended to build ambitions and tc creste 


preseures which led to world conflict he present trend in the Sovie® Unrior, 
with ite emphasis on heavy industry and the building of a vast military 


establishment, has forced upon the United States and many cther free 
ervuntrier. scrim exvenditures for armament 

The Trea World, however, canast be expected to isnore tre prs sive 
consequences of the far-flunr eccnomic and industrial etrength that hrs Bzex 
developed in the Soviet Wnicn and bas made it, ina short space -ftitme, the 
second most powerful nation in the world 

If the leadera of the Soviet Union can bo caidt- have any suidine 
philosophy, I suppose it is their teep respect fnr power -- political rad 
military power They have alwnye been cpsesged with the brute fact of 
strenpth You remember that Stalin, at v2 of the World War il couference- 
with Churchill and Roorcvelt, conternptuoucly dismissed the inflacne of the 
spiritual leader of the miVions of Catholics in the world with the thetorical 
question; 'The Pope -- how mony divisions does he have?" Brlcanii ans 
Khrushchev can be just a¢ cavalier in dealing with poogles with titt¢e milicory 
raicht There could har‘y be a better caec in pout thei thee Yrutol a tem: 
to crush the Hunparian revolutioniries 


ae 
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The leaders of the Soviet Union know full well that military ocwer and 
political power, which they also cherish, rest on a foundation cf iniustriai 
power, Soviet devoticn ts the rapid growth of heavy industry is one cf the 
most unhappy love affairs of the 20th Century. They subordinated the 
personal welfare of a whole generation of Ssvict people to forced-i41 aft 
production sf steel, cil, and michinery. 

If any capitalistic country in the world had set its prisrities 39 herviby 
in favor of steel and sc markedly against humanity, that country would be 
thoroughly castigated, and rightly s2. In contrast, the Soviet Union is prout 
of its success in grinding the makings of a great modern industrial systern 
cut of the flesh cf its pe ple. 

The price the USS has paid f=r its rapid industrializaticn must not 
blind us to the physical acccmplishments of the Soviet Unicn in this fiel« 

At the 20th Party Congress of the Communist Party -f the Sovict Unicn in 
M-scow last February, a full-dress presentation of Soviet policy was giver, 
anj on many occasions since, Soviet leaders have described their industr:.+) 
achievements ani their proeram fer the future. They have literally issue 
a challenge to the United States tc e-mpcte with the USSR econ- micaily, 

and -- through the w-rld-wide use cf their economic power for internati nal 
pclitical influence. This is a grave challenge. 

Soviet leaders believe they have grounds fer the high self-cunfidence 


they have been showing. 


Bs ie 
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T-day the gross naticnal pr>ducticn <f the USSR is slightiy m re than 
one-third that of the U.S.; it is ab>cut three-quarters again as Jarcve 1s tha: 
of the United Kingdom which ranks third. We still have a very creat lea, 
but the Soviet rate of progress is rapid. M-reover, in the Sovict Un-on, 
capital goods and basic inlustrial materials form a much qreater shire 
cverall production than in the United States. Thus, while their ores: nad acl 
production is only one-third of curs, their producticn of capital equi;men: 
is about 45% cf ours. Soviet producticn -f machine tcols actually exceeds 
that cf the United States. 

The resources fcr investment in heavy industry are made avr ilakle 
by a deliberate policy of withheliing ec. nomic benefits from the Sovict 
consumer. Thus, Seviet producticn -f passenger autcmcbiles is between 
1% and 2% of cur own, The United States produces 50 washine machones fcr 
every one produced inthe USSR, ani 5 radio ani TV sets f-r each ore they 
produce for a population almost one-quarter larger than ours, 

As I have indicated, the Scviet intustrial base is still cnly a tracticn 
cf our own, It is nevertheless larre encugh to permit the Soviet lea ers t: 
expand their military capability impressively, t> plan an increasinely activ: 
economic role in undeveloped areas, and tc speak confidently at the 70th 
Party Congress cf clesing the gap between their cutput and curs. 

The Soviet leaders point Soastfully tc the fact that the value 7f Sovia: 
total eccnomic cutput has incrcace] alm. st threefold from 1943 ts inte an] 
this despite a devastatine war which set them back severely Juring the perizd 
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“941-45, The rate f their inlustrial growth Juring this perici has »cer 
abut twice as high as the rate uf their over-all growth. This has been 
possible because impcrtant parts of their economy have bean permit: t. 
lag behind, particularly agriculture and consuraer goods, 

Cne key facter in achieviny this rapid rate of industrial crowuh is 
Soviet investment policy, which sf course is set by the S.viet G->vermment 
not in accord with Jemand but acc-rding t- what the traffic will bear A 
large part of the tctal natisnal pre ucticn of the USSR has ccnsistentiy beer. 
devcted tc investment, 

We estimate that 24% cf the USSR sr-ss national production went 
directly int. capital investment in 1955 tc increase the base far future 
industrial growth anj expanJed military capabilities. Cnly 18% -f Americzn 
@ross national pr ducti.n is currently being used fcr capital investment, an? 
this is the highest percentare we have achieved in the post-war peri: }. 

Cf course, it is cons: liny to note that 18% for us amsunts t. - far 
greater absolute total than 24% for them. In their case, however, heavy 
industry has been the major beneficiary ani is now absorbing about E0% f£f 
their total investment. Thus, industrial plant and equipment in the § -viet 
Unicon has nearly tripled since 1940, ani their investments have been 
aliccated pred. minantly t- the c:al, wil and electric power industries, t: 
metalworking and metallur~ical industries, 

While capital goole output was rising over tenfold, agricultural 


prducticn has barely kept pace with the ¢r..wth cf p: pulati_n. 
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Ambiticus goals for heavy industry set in their five year plans are 
usually met or surpassed; unimpressive zoals fur consumer gocis an’ 
agriculture have fared badiy. 

For the future, the principal eccmomic task <f the Sovict Uni-.n as 
expressed in the Sixth Five Year Plan, which ccvars 1946-1960, is ‘'t 
overtake and surpass the most develuped capitalist ccuntrier ag rev ri 
per capita production," 

This ceneral ubjective has been spelled cut by Saburcv, Chief Sovici 
planner, os fcilcwss 

"i is true that we have nct yet caucht up to the Unite] Sta‘es e@ the: 
in the volume cf pr-lucticn per capita, and so far in the volume -f incusir..t 
producticn per capita." "However,'' he added, "the pace «f£ sur ceve:l praca, 
which by many times excceds the pace «f the srowth cf industry in te Unite l 
States, permits us t; overe. me this lay within a very short histovic Pocwi 
of time,"! 

From the context, it is clear that Saburov was thinking in tern s oF 
fifteen to twenty years, 

This, in simplest terms, is the industrial challence of the USER. 
Without going into the difficulties that the Suviet Union unliovbte lly wii meet 
in striving to build an industrial base mre Jirectly c.mparcable t. cur cwn, 
we have to admit that S-viet industry is powcorful and rapilly pr-winz ani 
that the political effects in the nun-Communist worl! .f Soviet in lustrial 


strength are bound t: be far-reaching. 


a 
a Bie 
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There is no doubt that in many countries, particularly amor the 
countries of Asia which have obtaine] freedon: over the past fow decades, 
the rapit industrial progress of the Soviet Union has made a very coep 
impact, This impact has been increasej as the Soviet Union has ccme fo-- 
ward with tempting offers in the field of military and industrial equipment 
and of technicians to help in ite installation and use, 

Before dealinz with the Soviet program of economic penetration, 
is worth considering why it is that their program in this field seem; to have 
had such an initial impact. After all, over the last ten years, the U.S. has 
expended far more to aid the undeveloped areas of the world than the Soevint 
Union has given or even promise.}, 

Here are some of the considerations upon which Soviet liplomacy 
has played with cunning effect. 

At least until the events of the past few weeks, the 'have-not" 
countries, ~~ many of them formerly colonial areas, -- have believe’ thar 
the U.S. was so tied in with the colonial powers that it was not free to exerci SE 
an independent attitude. 

The complexes resultine from the long period of eclenial status, hive 
caused many of these countries to react toward the U.S., in the classic wry 
of self-assertion and opposition. The Soviets, until forced to show their 
hand in Hungary, have been very astute in their approach, They have maniced 
to create in the countries cf Asia anj Africa the impression that they Jo n-» 


look upon these pecple as backward or underdeveloped, phrases tor often wsac 


ie 
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by the West. 

Hence, we have the strange situation where the most ruthicss colonial 
power in the world -- the power that has dealt most cruclly with its own 
minorities -- is viewed as a liberator in areas where Soviet conduct cand 
policies are little known. 

The Sovict leaders have also been very flexibie in their necotintions. 
They have promised liberally. They awe not been tied down by lecal 
restrictions which sometimes hamper our own ability to compete with the 
Sovicts in raany crisis areas. They have tailorel their demands as to 
interest rates, terms of repayment and the like, to the capabilitics of the 
receiving state. 

The attitude of many of the Asian countries has also been influonce? 
by the fact that they have suspected that the manufacturing interests in the 
Western work] rather wishe! to dJiscourave industrializaticn in Asia in 
order to keep them as good customers, 

The general worid trade pattern also looms larpe in the thinking >7f 
some of the Afro-Asian countries, For example, the Unite.) States as an 
exporter of rice is 2 competitor of countries like Burma anc Thailan® whosa 
economy is based largely on their rice exports. At the same time, jue 
larcely to our increased use of synthetics, we have a diminishin® inte resi in 
acguiring certain surplus raw materials, cotton and rubber, for example, 
from countries such as Esypt, Ceylon, and Indonesia. Thus, strance as it 
may seem, failures in the Soviet Bloc which have forced them to bec: me 2 
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purchaser cf agricultural products have led the Soviet to adept policies whic! 
have tended to improve their relations with countries in Asia and Afric. 
Agricultural deficits have thus become an assct, 

Perhaps more impellin« than any of these factors is the attitude -7 
these countrics toward the achievement of their economic revelutieon. Ming 
of them thought that when their cclonial status ceased, their cconcraic 3 ivang 
would progress rapidly. It did net, and we have tented ts remind them tr: 
progress must cf necessity be slow, and requires the layine -f sound 
foundations and the undertaking of long-term projects. 

The countries in the Afrc-Asian area, impatient for pr-vress, hive 
been profoundly impresse:! by developments in the Sceviet Unicn. Thirty 
years or mcre ago the USSR was as backward industrially as they now ar: 

The Soviets claim their transformation ina generation int: the worl ls 
second greatest power is the result of the Communist system. Thr uch 
subtle and persistent propacanda, they have tended tc make many pe cple on 
these countries believe that such is true and that possibly, by c-operatin- 
with the Communist Bloc, they tco, can scmehow achieve a measur: of 
growth similar to that which they see in the Soviet Unicon. 

Communist China, they feel, is following the same course as the 
USSR; and many of these pe vple balieve that, within a limited space >7f time, 


Communist China, toc, wil! achieve a comparable sal, 


a fh eee 
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Finally, rnany of these countries believe that they can now teve the 
best of both the free and the Communist Worlds, can play cne Mf arninst 
the other, and that very likely the fact that they are the heneficiarian of 
Soviet sid will make the United States even more anxisus to pive them 
ccunter-balancing cr even :reater aid, Having in zeneral adcpted a neut~3' ist 
role, they feel that they can best continuc to maintain this if they ac. ept bott 
United States and USSR aid. 

A cartocn in the NEW YCRKER not so ling aco, pointedly illustr: 


this particular problem. It shcwe! the Chief of a cannibal trite sittiac is 


ES 


his hut with his council cf war around him, The Carmnibal Chief was sayzrs: 

"Now, here's the plan, We let word out that we're in a state -f 
political ferment, Russia smelis an opportunity and makes cvertures, The: 
West pets werried, They make cvertures. Russia asks to send cultural 
ambassadors and we let them. The West asks for equal representat:on, in} 
we invite them. Then, when we've pot them all here, -- we eat them." 

Few cf the target countries cf the S:.viet economic drive are so naive 
as to fail to recognize the c< cons as wellas the pros of becoming economically 
dependent on the Govict Union, This is increasingly true as the Scovict 


repressicn cf Hungary's freadora becomes known t= these tarmet ccwitrics, 


Moreover, actual performance, whether American cr Russian, ai~rnes 
involvesfricticons, frustration and a measure cf disillusion. Cuasie. 
commiedities taken from an unlevelcped country in an initially attrnretive 


barter deal reappear as competing sales for that country’s establich=.} 
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markets. Cement deliveries exceeding a country's storage facilities le 
under the monsoon deluge anl harden into worthlessness, Some «ustorer: 
Comroinist China, for example, fail to get all they want from Russ i 

I think we can safely say that on equal terms, Free-Worl! products 
an:| economic assistance will be preferred to Soviet equivalents. But wx. 
must recognize that the Soviet's prices, terms and conditions are alwars 
adjustable so as to confront the underdevelopes country . with an urequil 
Proposition. Anj suspicious of Communism as many countries are. their 
urge for capital gools is such that they will remain sorely tempte ! to acces 
the cheapest proffers,. 

Ja addition to its strictly economic assets for playing up to these 
nations, the USSR hag the alvantage of possessing an enormous supply ef 
obsolescent military equipment, which the smaller nations hunger fer, as 
elements of prestige anid power, These arms have only marginal or scrip 
value to the USSR, and they can be parcelled out on generous credit ~ermea 

The USSR quickly found it had a valuable combination package to 
dispose of; cheap armaments, industrial equipment, exportable teckhniczl 
skills in the form of Soviet advisors available on request, a realy mirket 
for raw materials, cubtle prepaganda, anja total absence of political serutio 
The fruits of -ll this we have bern secing in the recent troubles cente ring 


around the Suez Canal, 
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It may not be too much of an oversimplification to say that the 
eruption of the Middle East into a cornplex, dangerous crisis stems fron - 
Soviet decision in April 1955 to buy its way into a power Position in the tre: 
with liplomatic and economic support for the Arab states, During the surme 
of 1955, some eighteen months ago, the Czechs, fronting for the US32, 
enterel into serious negotiations with Egypt, offering economic ail in general 
anid, of particular interest to the Arabs, the opportunity to acquire Soviet 
Bloc armaments, 

The first Soviet arms deal with Egypt was finalizei in September 1455, 
Similar deals on a smaller scale were made with Syria and Yemen, in! cffers 
were extended to Saudi Arabia, Jordan, Lebanon, the Sudan, an Libya, 

This was no casual commercial enterprise, but deliberate Soviet intsrventi-n 
in an area where a plentiful supply of arms was almost certain t- inflame 
ancient animosities ani simultaneously reduce the chances for the Waostern 
Powers to exercise restraint on the Arabs, It locked like a tidy littl: 
strategic investment for the USSR almost any way it worked sut, 

In fact, it worked cut explosively, The USSR poure 1 int- EHeypt, 
planes, tanks, guns, an‘ all the items an‘ equipment that go with them for 
over a year ~~ up to the value cf about a quarter-billicn dcllars. Unverstsn-- 
ably, in viow of this build-un ans a series of Arab raids, Israel began to 


fear for its very existence, Britain ani France for their econcmic life lines. 
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In this strained situaticn, it would have been possible for Ioviet 
leaders tc say tc the Arabs, -- take the Suez Canal, the oil rescurces and 
pipe lines, and even Israel itself. It is easy to tell pecple to apprcpriite 
the property of thir] parties. 

It is questicnable whether the USSR in fact calculated on the dramatic 
developments which ensued. The Soviet reaction t> the situation has been 
belligerent in words, cautious in action, 

As events developed, the fighting ceased, and the USSR gained some 
undeserved credit with the Arabs for having stopped it. The USSR is almest 
certainly ready to re-supply Egyptian military stockpiles. It has given 
Egypt firm diplomatic support at every stage, ani will unijoubtelly bend 

every effort, behind the scenes, to make a political shambles cut cf tre 
U.N. negotiations locking toward real settlement cf the Canal Zcne issue 
and the Arab-Israeli ccnflict. It sees in the continued blocking of the Suez 
Canal a seriously disruptive factor for the Western Alliance. 

At the same timc, the USS® has shifted its attention tc cther s*ates 
susceptible to Scviet influence, nctably Syria, Here the government has 
moved toward a pre-Scviet positicn, lured by USSR offers of mcdern weayzon: 
and planes and Soviet instructors tc teach the Syrians how tc use them. 

The situation is still expl:sive, and I will net venture tc pre:lict the 
outcome, Cut cof what has so far transpired, one conclusion is clear encugh: 
with a minimum investment of Soviet economic resources, particularly 
military equipment, in an area already torn by rivalries ani disputes 
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Mosccw has reaped at least short-range strategic dividends, It is far 
easier to create chaos in an area than to stabilize it, 

The USSR probably will continue to use these tactics to disrupt the 
Middle East -- and any other areas where it can find similar fuel ts: get fi-s, 
This is a challenge to American policy planning, and 1 would say, one of the 
most immediate threats arisin« out of the USSR's industrial strenpth, 

There are some compensatory factors, As the Arab states todav 
review the balance sheet of recent events, sober second thoughts are bees mina 
evident, and there may come a reassessment of the net advantage or dis- 
advantage of the entire operation. 

What, after all, has been the result for the Arab world of following 
Soviet advice and of listening to its alluring promises? 

Egypt has lost much of the Soviet arms for which it mortgaged its 
cotton and its relations with the West, It sacrificed for 2 time, at least, 
the revenue from the Canal. Senseless sabotage operations have causes 
consternation in other Arab countries. Egypt's economy has suffercd 
severely; its leadership is questioned, 

Cil revenues of Iraq, Saudi Arabia, Kuwait and Iran are deciinin» 
due to the blocking of the Canal, the consequent tanker shortage, an:! the 
wanton destruction of pipe lines and pumping stations. 

In fact, on any balance sheet ycu draw of the Arab world today, the 
flirtation with the Sovict Union has been a costly adventure both for those: 
who indulged in it, and for the innocent bystanders, 

oe ae ok 
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There would be far more reason to be ulisturbed about the Coe 
implications of the Soviet export of industrial assets and 'tnow how'' and 
their recent windfall profits in the Middle East, if it were not for the gravity 
of the crises which the Soviet Union is now facing both at home and :n the 
satellite areas, 

Industrialization and the building of a modern military establishmert 
calls for a very high degree of sophistication. It requires education on 3 
massive scale. While this can be scientific and technical in part, there is ro 
feasible way of limiting the educational processes solely to the techrical and 
scientific fields, It is true that at the present time the Soviets are ruttine 
relatively more emphasis on the scientific side than we. At the present tim: 
the percentage of Soviet graduates in these fields is roughly 60 percent cf 
the total, whereas in the United States about 30 percent of the gradurtes 271: 
in scientific and 70 percent of our graduates are in other fields of education, 

Some 18 months ago in an address at Columbia University. I did 
some speculating about the dilemma which the Soviet was then beginning to 
face as a result of the broadening of their education system, and I ventured 
to make this prediction: In introducing mass cducation the troubled Sevict 
leaders have loosed foress dangerous to themselves. It will be very diffic. t 
for them henceforth to close off their own people from access to the real:tivs 


of the outside world.'' These forces ire now beginning to plague the Krem.in. 
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After all, even in the USSR a policy of rapid industrialization zlon» 
is not enough to satisfy human longings for a better life. This forced-drat: 
industrial policy has partially sueceeded in economic terms, but it ha: causuc 
serious strains within Soviet society. 

Under Stalin, many years of extreme emphasis on heavy industry 
had depressed living standards, and together with the dictatorial system of 
police terror needed to keep the people at the job, produced a lack of 
initiative among industrial workers, the peasants, the massive govern nent 
bureaucracy, and the "intelligentsia." 

Realizing that this situation was becoming serious enough to slow Gos 
further industrial growth, the Soviet leaders, after Stalin's death, bee in 
gradually to improve the people's living standards, and to moderate seme *: 
the harsher aspects of the dictatorship. While there has been some backine 
and filling as . Malen’cov's attempt to meet the needs of the people for 

of 
consumer goods gave way to 2 policy/renewed emphasis on heavy indus:ry, 
by and large the old Stalinist policies have been somewhat relaxed at home. 
and Stalin's reputation thrown to the wolves. 

Gradually, an industrial "intelligentsia is being built up. To 
run the present Soviet industrial machine requires a vast army of high’y trairncd 
technicians from factory forenmn to plant manager, A certain measure of 
decentralization has been forced upon the Soviet system. As high proc.acticon 
norms are set, the standards of work and accomplishment of the plant 
matiager must be corresporidingly raised, 
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Even though a highly materialistic society has been created. the 
reasonioys, thinking processes of the workers at all levels have been 
stimulated, They are thin'cing not only of industria! production, but about 
the eificiency of the governmental machine itself and what it is doins to zive 
them a better iife. 

There is growing up in Ruecsia today, not only in industry but in a’! 
walks of life, a race of human beings who are becoming inquisitive about the 
fundamertal principles that make it possible for men to live togethez in 
pnlitical societies. In particular, there are well substantiated reports trat 
the students are becoming restive, inquisitive and outspoken in tneiz derrande 
for a critical examination of the infallibility of 2 system which produced 
the abuses of Stalinism. 

Pride of country, desire for power, some measure of appreciating «1 
the Soviet state, which has given them an education and a position of influcrce 
plus fear and uncertainty about the consequences of deviation, may, #or a tins 
continue to hold most of the Soviet intelligentsia in line, But the leaven of 
education has begun its work; the men in the Kremlin have a hard task ahead 
to hold this process in chee, 

Events in the srtellites have vastly complicated the tas, 

It would be an oversimplification of the present struggle for liberty 
and freedom in Eastern Europe, and one that would not do justice to the <cid 
courage of the Hungarians and the restrained determination of the Pcles, 

Way ke ee 
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to ascribe recent events in thege countiies to mistaken headlong 
industrialization, The causes and motivations of the Polish and Hune riar 
developments g° much deeper, They have chosen freedom, anc! the lone 
struggle to achieve it has now only begun. 

Nevertheless, the tough Stalinist program of forcing industria irati-n 
on Poland and Hungary oe a policy that was continued by Moscow's put ‘pet 
leaders, Beirut and Rakosi, even after Stalin was buried and his acts 
repudiated by Moscow -- was one of the factors which led to the revolis, 

Neither the overlords in Moscow, nor the puppet leaders in the 
satellites fully appreciated that a scale of industrialization which mich be 
tolerable for a time in the USSR could not be imposed to the same degree 
in smaller and very differently constituted states, 

Actually, the people in the satellites who were suppogec to bene fit 
did not. Instead, they suffercd from tyranny and mismanagement. Th. 
satellite mations found in practice that the Soviet magic formula of fore wdacratt 
industrialization simply was not a go00d model for small and relatively 
veeder us cpbar states, Soviet pretensions to leadership of non-Communist 
nations seeking to industrinlize, find no Support in the miserable failur: of th: 


Soviet economic system throughout Enstern Europe. 


After the event, even Mosecw has admitted this. 
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An extraordinary editorial in PRAVDA of November 23, referrec ts 
serious miscalculations in Hungary, and ''the building of large undertakings 
far beyond the strength of so small a country as Hungary." The writer went 
on to say that the slogan, "Increase the tempo of industrialization" which +> 
claimed was quite correct under conditions prevailing in the USSR, wis 
mechanically transferred to Hungary as a matter of routine, "without any 
due economic justification." "Large undertakings,'' the writer added, 
“were built without being assured of sufficient raw materials," 

Characteristically, the edivorial writer claimed that it was Incal 
stupidity in Hungary operating against Sovict advice that brought disester. 
We are justified in questioning this siter-(howeats Certainly Ra*osi in 
Hungary and Beirut in Poland thought that they were doing their bounilen duty 
as prescribed by Moscow even after in Russia itself, the word had gone out 
to temper somewhat the Stalinist pattern of industrialization, 

Gomulka, in his speech of October 22, in reviewing Poland's economic 
plight, put the issue in even stronger terms: ‘We contracted impor<ant 
investment credits for the expansion of industry, and when the time came 71 
the payment of the first installment we found ourselves in the situation of an 
insolvent bankrupt." 

Whatever else the situation in the Soviet satellites shows, it 
demonstrates beyond doubt that a policy of headlong pursuit of industrial 


strength is not enough to guarantee even economic welfare, let along goal 
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government and good life in general, I hope that this lesson may gradua‘iv 
sink into the minds of peoples in small nations outside the Soviet Bloc wh> 
are tempted to trade their political birthright for a mess of Siwidiustad 
industrialization, 

It is clear also that the Soviet leaders must now revise their views 
not only as to the value of the satellite military establishment, but also the 
value of the industrial contribution which they can expect to receive im the 
future, particularly from Polani and Hungary. At the same time, the Soviet 
Union will have the problem of nmmking up agricultural shortages in these 
former surplus areas which now, due to overemphasis on industrializ ition. 
will have to look either East or West to supplement their deficit in fond. 


ne aK ac 


The Soviet Union has made a fetish of industrial and military power. 
In doing so, as Ihave suggested, it has sacrificed the interest and we fare 
of many of its people, and it has dealt recklessly with the economics cf the 
European satellites. In following this propram, the USSR has failed ts give 
either to their own people or to the people of the satellite states. their fai- 
share of industrial production in the form of consumer goods, or the raisins 
of the standards of living. 

As justification for their actions, the Soviet have asserted that the 
development of heavy industry was necessary to their war machine an‘ thet 
in turn, this was required because the Soviet was threatened ane encirclec. 


Zi RP" c 
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They have built up the war menace and invented the war mongers, 

In accomplishing their primary objective of building a modern 
industrial state, they tave, however, produced a new generation of aishly 
technical, sophisticated and competently educated men and women. This 
new generation is making itself felt not only in the satellite areas where 
there is a historical hatred for the Russian oppressors, It is als> beginning 
to be heard in the Soviet Union itself where yorth is not prepared to iccep: 


the strictly materialistic and militaristic bases of Soviet society. 


Hence, the chatlenge of Soviet industrial growth is not only directesi 
outward to the Free World, it is also a challenge addressei inward t> tho 
peoples of the Soviet Bloc, It threatens the very basis of C-mmunis: 


doctrine and the type of zovernment set up in the Kremlin. 
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